STEVE TSHWETE LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 201 1 

Accounting Policies 


1.10 Financial instruments (continued) 

Financial Assets 

A financial asset is any asset that is cash or a contractual right to receive cash and are classified into the following categories 
depending on the purpose for which the financial asset is acquired: 

Held to maturity investments 

Investments held to maturity are financial assets with fixed or determinable payments and fixed maturity, where the municipality 
has the positive intent and ability to hold the investment to maturity. This include fixed deposits and short term deposits invested 
at registered banks and are stated at cost. Where investments have been impaired, the carrying value is adjusted by the 
impairment loss and is recognised as an expense in the period that the impairment is identified. 

Loans and receivables 

Loans and receivables are financial assets that are created by providing money, goods or services directly to a debtor with fixed 
or determinable payments. They are included in current assets, except for maturities in excess of 12 months which are classified 
as non-current assets. 

Loans and receivables are classified as “long term receivables” in the Statement of Financial Position. Loans and receivables 
are recognised at cost which represents the fair value. After initial recognition financial assets are measured at amortised cost 
using the effective interest rate. 

Available for sale 

Available-for-sale financial asset are financial assets that are designated as available for sale and are subsequently measured at 
fair value except for those which the fair value cannot be reliably measured of which shall then be measured at cost. 

Accounts Receivable 

Accounts receivable are carried at anticipated realisable value. An estimate is made for doubtful receivables based on a review 
of all outstanding amounts at year-end. Bad debts are written off during the year in which they are identified. 

Provision for bad debts is made on an annual basis. The amount to be provided will be determine by analysing the payment 
level trends and expensing an amount for nonpayment as contribution to the bad debt provision though the Statement of 
Financial Performance. 

Significant financial difficulties of the debtor and default or delinquency in payments or all debt outstanding for more than 120 
days are considered indicators that the accounts receivable are impaired. When an under recovery occurs during the financial 
year an additional contribution for impairment is made at year-end. 

Trade creditors 

Trade creditors are recognise at cost price. 

Cash and cash equivalents 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term investments that are held with registered 
banking institutions with maturities of 32 days or daily calls. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call with 
banks and investments in financial instruments, net of bank overdrafts. Bank overdrafts are recorded on the facility utilised. 
Finance charges on bank overdrafts are expensed as incurred. 

Financial liabilities 

A financial liability is a contractual obligation to deliver cash or another financial asset to another entity. Financial liabilities 
including trade and other payables, long term liabilities and other non-current liabilities. Financial liabilities are measured at fair 
value. 
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1.11 Leases 

Property, plant and equipment subjected to finance lease agreements are capitalised at their cost equivalent and the 
corresponding liabilities are raised. 

The cost of the item of property, plant and equipment is depreciated at appropriate rates on the straight-line basis over its 
estimated useful life. 

Lease payments are allocated between the lease finance cost and the capital repayment using the effective interest rate 
method. Lease finance costs are expensed when incurred. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value of 
the leased property or, if lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the lease.. 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance of 
the liability. 

Any contingent rents are expensed in the period in which they are incurred. 

Operating leases - lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the leased asset 
and recognised as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line basis. 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis. 
Income for leases is disclosed under revenue in statement of financial performance. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

1.12 Inventory 

Inventory consist of raw materials, work in progress, consumables and finished goods which are valued at the lower of costs 
determined on the weighted average basis or lower net realisable value. 

The cost of inventories comprises of all costs of purchase, costs of development, costs of conversion and other costs incurred in 
bringing the inventories to their present location and condition. 

Redundant, damaged and slow-moving inventories are identified and written down with regard to their estimated net realisable 
values and are sold by public auction. Consumables are written down with regard to their age, condition and utility. 

Unsold properties are valued at the lower of cost or net realisable value on a specific identification basis. Direct costs are 
accumulated for each separately identifiable development 

Water and purified effluent are valued at purified cost insofar it is controlled in reservoirs and distribution networks at year end. 
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1.13 Revenue Recognition 

Revenue is the gross inflows of economic benefits or service potential during the reporting period when those inflows result in 
increase in net assets. Revenue for the current and prior financial year was initially regocnised at cost. 

When the outcome of a transaction can be estimated reliably relating to the rendering of a service, revenue associated with the 
transaction shall be recognised by reference to the stage of completion of the transaction at the reporting date. 

The outcome of the transaction can be measured reliably when all of the following conditions are satisfied: 

• The amount of revenue can be measured reliably; 

• It is probable that the economic benefits or services potential associated with the transaction will flow to the entity; 

• The stage of completion of the transaction at the reporting date can be measured reliably; and 

• The cost incurred for the transaction and the cost to complete the transaction can be measured reliably. 

This principle also applies to tariffs or charges and is recognised when the relevant service is rendered by applying the relevant 
gazetted tariff. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue shall be 
recognised only to the extent of the expenses that are recoverable. 

Revenue from the sale of goods shall be recognised when all the following conditions have been satisfied: 

• The municipality has transferred to the purchaser the significant risks and rewards of ownership of goods; 

• The municipality retains neither continuing managerial involvement to the degree associated with ownership nor 
effective control over the goods sold; 

• The amount of revenue can be measured reliably; 

• It is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• The cost incurred or to be incurred in respect of the transaction can be measure reliably. 

Finance income from housing sold by way of instalment sales agreements is recognised on a time proportion basis. 

Revenue from the sale of erven is recognised when all conditions associated with the deed of sale have been met. 

Revenue in respect of housing, rental and instalments is accrued in terms of the agreement. 

Rates, including collection charges and penalties interest 

Revenue from rates including collection charges and penalty interest, is recognised when the legal entitlement to the revenue 
arises. Collection charges are recognised when such amounts are legally enforceable. 

Assessment rates are levied on the market value of properties and rebates are granted according to the usage of a particular 
property in accordance with the property rates policy . Adjustments or interim rates are recognised once the municipal valuer 
has valued the change to properties. 

Fines 

Revenue from fines is recognised when payment is received and the revenue from the issuing of summonses is recognised 
when collected by the courts. 

Service charges 

Service charges relating to electricity and water are based on consumption. Meters are read on a monthly basis and are 
recognised as revenue when invoiced. Provisional estimates of consumptions are made monthly when meter readings have not 
been performed and are recognised as revenue when invoiced. Adjustments to provisional estimates of consumption are made 
in the invoicing period in which meters have been read. 

Revenue from the sale of electricity prepaid meter credit is recognised at the point of sale. 

Service charges relating to refuse removal are recognised on a monthly basis by applying the approved tariff to each property 
that has improvements. Tariffs are determined per category of property usage and are levied monthly based on the number of 
refuse containers on each property, regardless of whether or not containers are emptied during the month. 
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1.13 Revenue Recognition (continued) 

Service charges from sewerage and sanitation are based on the number of sewerage connections on each developed property 
using the tariffs approved from Council and are levied monthly. 


Conditional grants and receipts 

Government Grants can be in the form of grants to acquire or construct fixed assets, grants for the furtherance of national and 
provincial government policy objectives and general grants to subsidise the cost incurred by municipalities rendering services. 

Capital grants and general grants for the furtherance of government policy objectives are usually restricted revenue in that 
stipulations are imposed in their use. 

Revenue from government grants are recognised on a cash receipt basis to the extent the conditions of the grants are met. 
Where government grants have been received but the conditions were not met, a liability is recognized. 

Other grants and donations received 

Donations are recognised on a cash receipt basis or where the donation is in the form of property, plant and equipment and are 
brought into use. 

Revenue from public contributions is recognised when all conditions have been met or where the contribution to property, plant 
and equipment is recognised when such items of property, plant and equipment are brought into use. 

Where public contributions have been received but the conditions were not met, a liability is recognised. 

Interest royalties, and other 

Interest on investments is recognised on a time proportionate basis that takes into account the effective yield on the asset; 

Royalties is recognised as they are earned in accordance with the substance of the relevant agreement; 

Revenue for agency services is recognised on a monthly basis once the income collected on behalf of agents has been 
quantified. The revenue recognised is in terms of the agency agreement. 

Collection charges are recognised when such amounts are incurred. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated procedures, 
including those set out in the Municipal Finance Management Act (Act No. 56 of 2003) and is recognised when the recovery 
thereof from the responsible councillors or officials is virtually certain. Revenue from the recovery of unauthorised irregular, 
fruitless and wasteful expenditure is based on legislated procedures. 

1.14 Provisions 

Provisions are recognised when the municipality has a present or constructive obligation, as a result of past events, that is 
probable to cause an outflow of resources embodying economic benefits required to settle the obligation and a reliable estimate 
of the provision can be made. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Those estimated to be settled 
within the next twelve months are treated as current liabilities. 

The landfill Rehabilitation Provision is created for the rehabilitation of the current operational sites at the future estimated time of 
closure. 

Liabilities for annual leave are recognised as they accrue for employees. The liability is raised according to the total accrued 
leave at year-end regardless how the obligation will be settled at the future date. 

Provision for long service awards is raised according to employee s years in service at yearend. 
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1.15 Contingent assets 

A contingent asset is a possible asset that arises from past events and whose existence will be confirmed only by the 
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the municipality. Contingent 
assets are not recognised as assets. 

1.16 Contingent liabilities 

A contingent liability is a possible obligation that arises from past events and whose existence will be confirmed only by the 
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the municipality or a 
present obligation that arises from past events but is not recognised because it is not probable that an outflow of resources 
embodying economic benefits will be required to settle the obligation or the amount of the obligation cannot be measured with 
sufficient reliability. Contingent liabilities are not recognised as liabilities.: 


1.17 Unauthorised expenditure 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions of an 
allocation received from another sphere of government, municipality or organ of state and expenditure in the form of a grant that 
is not permitted in terms of the Municipal Finance Management Act (Act 56 of 2003). 

Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.18 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Act (Act 56 of 2003), the Municipal Systems Act 
(Act 32 of 2000), the Public Office Bearers Act (Act 20 of 1998) or is in contravention of the municipality’s supply chain 
management policy. Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for as 
expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

1.19 Fruitless and wasteful expenditure 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable care 
been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial Performance 
and where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.20 Employee benefits 
Retirement funds 

The municipality contributes towards retirement benefits of its employees and councillors to the under-mentioned pension funds: 

• Joint Municipal pension Fund 

• Municipal employees Pension Fund 

• Municipal Gratuity Fund 

• SALA Pension Fund 

Councillors are members of the Municipal Councillor’s Pension Fund that was established in terms of the Remuneration of 
Public Office Bearers Act 1998 (Act 20 of 1998). 

Defined contribution plans 

Obligations for contributions to defined contribution plans are recognised as an expense in the income statement as incurred. 

Contributions to the defined contribution pension plan in respect of service in a particular period are included in the employees’ 
total cost of employment and are charged to the statement of financial performance in the year to which they relate as part of 
cost of employment. 
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1.20 Employee benefits (continued) 

Post employment medical care benefits 

The municipality provides post retirement medical care benefits by subsidising the medical aid contibutions to retired employees 
and their legitimate spouses. The entitlement to post-retirement medical benefits is based on employees remaining in service up 
to retirement age and the completion of a minimum service period. The expected cost, of these benefits is accrued over the 
period of employment. 

Post employment medical care benefits are accounted for in accordance with the transitional arrangements in directive 3 as 
issued by the ASB. 

1.21 Borrowing costs 

Borrowing costs are recognised as an expense in the Statement of Financial Performance. 

Borrowing costs are only capitalised against qualifying assets as part of property, plant and equipment when the net costs 
constitutes an expense. Such borrowing costs are capitalised over the period during which the asset is being acquired or 
constructed and borrowing have incurred capitalisation leases when construction of the asset is completed. 

1.22 Consumer deposits 

Consumer deposits are a partial security for a future payment of an account. All consumers are therefore required to pay a 
deposit equal to two months consumption of electricity and water services. Deposits are considered a liability as the deposit is 
only refunded once the service is terminated. No interest is paid on deposits. 

1.23 Grants*ln-Aid 

The municipality transfers money to individual organisations and other sectors of government when making these transfers. The 
entity does not: 

• receive any goods or services directly in return as would be expected in a purchase or sale transaction. 

• expect to be paid in future; or 

• expect a financial return as would be expected from an investment. 

These transfers are recognised in the Statement of Financial Performance as expenses in the period in which the events giving 
rise to the transfer occur 

1.24 Events after balance sheet date 

Recognised amounts in the financial statements are adjusted to reflect events arising after the balance sheet date that provide 
evidence of conditions that existed at the balance sheet date. Events after the balance sheet date that are indicative of 
conditions that arose after the balance sheet date are dealt with by way of a note to the financial statements. 

1.25 Value added tax 

The municipality accounts for Value Added Tax on the payment basis. 

1.26 Taxation 

The Steve Tshwete Local Municipality is exempted from tax in terms of Section 10(1)cB(i)(ff) of the Income Tax Act. 

1.27 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic recognition 
of the loss of the asset s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 
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1.27 Impairment of cash-generating assets (continued) 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a commercial 
return that generates cash inflows from continuing use that are largely independent of the cash inflows from other assets or 
groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and income tax 
expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in use. 

Useful life is either: 

• (a) the period of time over which an asset is expected to be used by the municipality; or 

• (b) the number of production or similar units expected to be obtained from the asset by the municipality. 
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2011 2010 

R R 


2. Investments 

No investments have been written off during the year 

The Absa zero bond serves as security for the Absa Annuity Loan. 

Refer to Appendix A for more detail on external loans. 


Short term fixed deposits 



ABSA bank 

66,000,000 

108,000,000 

First National Bank 

36,000,000 

72,000,000 

Investec Bank 

66,000,000 

108,000,000 

Nedbank 

72,000,000 

72,000,000 

Standard Bank 

66,000,000 

108,000,000 

ABSA Bank (Ex zero bond) 

15,772,613 

- 


321,772,613 

468,000,000 

Long term fixed deposits 



ABSA bank 

- 

15,000,000 

Average rate of return 

5.50 % 

6.51 % 

Council's valuation of investments 

321,772,613 

483,000,000 

3. Deferred leases 



Opening Balance 

661,358 

133,083 

Correction of error 

- 

55,462 

Movement for the year 

1,473,396 

472,813 


2,134,754 

661,358 

Minimum lease income due 



-within one year 

11,455,175 

11,376,342 

- second to fifth year 

45,473,369 

45,342,840 

- after 5 years 

7,580,167 

18,790,894 


64,508,711 

75,510,076 


Included in the operating lease revenue are the following significant contracts: 

1. Shanduka Coal -Lease of farms in Middelburg 
The contract expires on 28 February 2017. 

Actual income levied 2010/2011 
Expected levy income 2011/2012 
Annual straight lining 

2. Pole Add SA (Pty) - Manufacture, erect, maintain street identification signs incorporating with advertisement. 
The contract expires on 30 September 2016. 


Actual income levied 2010/2011 R 83 016 

Expected levy income 2011/2012 R 87 166 

Annual straight lining R 86 938 

3. MTN (Pty) Ltd - Rental of Stand 908 Hendrina for base tranceiver sites. 
The contract expires on 31 October 2015.. 

Actual income levied 2010/201 1 R 23 924 

Expected levy income 201 1/2012 R 26 316 

Annual straight lining R 24 513 


R 9 722 400 
R 10 218 242 
R 11 188 259 
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2011 

2010 


R 

R 

4. Inventory 



Land 

25,852,646 

26,098,149 

Consumable stores 

12,515,150 

8,847,827 

Water 

231,004 

228,373 


38,698,800 

35,174,349 

Stock shortages written off during the year 

270,083 

56,111 

Stock surpluses for the year 

(209,868) 

(90,435) 

Net stock result 

60,215 

(34,324) 

5. Consumer debtors 



Gross balances 



Rates 

26,953,864 

22,704,663 

Electricity 

17,531,995 

13,623,561 

Water 

4,932,908 

4,441,040 

Sewerage 

3,494,871 

3,129,253 

Refuse 

2,869,635 

2,606,143 

Housing rental 

182,110 

166,383 

Other (specify) 

6,143,067 

7,165,142 


62,108,450 

53,836,185 

Less: Provision for debt impairment 



Rates 

(15,841,563) 

(13,456,828) 

Electricity 

(882,663) 

(780,537) 

Water 

(1,848,136) 

(1,561,227) 

Sewerage 

(1,273,006) 

(1,060,212) 

Refuse 

(1,030,624) 

(758,523) 

Other (specify) 

(3,312,873) 

(3,949,919) 


(24,188,865) 

(21,567,246) 


Rates 

11,112,306 

9,247,835 

Electricity 

16,649,332 

12,843,024 

Water 

3,084,773 

2,879,814 

Sewerage 

2,221,866 

2,069,041 

Refuse 

1,839,011 

1,847,619 

Housing rental 

182,110 

166,383 

Other (specify) 

2,830,194 

3,215,224 


37,919,592 

32,268,940 

Rates 



Current (0 -30 days) 

10,888,018 

8,011,113 

31-60 days 

1,218,876 

1,178,552 

61-90 days 

909,837 

1,035,754 

91-120 days 

756,608 

678,497 

121-150 days 

666,090 

665,988 

> 150 days 

12,514,435 

11,134,760 


26,953,864 

22,704,664 
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2011 

R 

2010 

R 

5. Consumer debtors (continued) 



Other (specify) 

Current (0 -30 days) 

2,723,397 

3,024,511 

31 - 60 days 

317,089 

298,550 

61 - 90 days 

200,172 

268,532 

91 - 120 days 

152,359 

160,434 

121-150 days 

132,963 

144,783 

>150 days 

2,617,086 

3,268,333 


6,143,066 

7,166,143 


Reconciliation of debt impairment provision 

Balance at beginning of the year 

Contributions to provision 

Debt impairment written off against provision 

(21,567,245) 

(4,087,657) 

1,466,037 

(18,445,413) 

(3,893,005) 

771,173 


(24,188,865) 

(21,567,245) 

6. Other debtors 

Other debtors 

5,641,989 

5,365,037 

Government Capita! Grants 

3,902,941 

244,312 

Sundry Debtors 

3,798,173 

2,925,080 

Deposits paid 

604,585 

425,118 

Insurance 

1,004,143 

1,709,397 

NDM Projects 

241,412 

241,412 

Health Subsidy 

6,552,000 

4,152,000 


21,745,243 

15,062,356 

7. Long term receivables 

Sale of Erven 

4,120,491 

3,749,037 

Engineering Services 

- 

560,932 


4,120,491 

4,309,969 

Non-current assets 

Non-current portion of long term loans 

263,944 

384,423 

Current assets 

Current portion of long-term loans 

3,856,547 

3,925,546 


4,120,491 

4,309,969 


Engineering services 

To encourage property owners to develop Council grants them an incentive for the payment of engineering services at prime 
and repayable over a maximum period of one (1) year. 

Sale of erven 

Loans were given at a low interest rate of 7,5% per annum repayable over four (4) years to encourage development through the 
sale of vacant erven. In terms of the MFMA no new loans are granted. 
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R 

2010 

R 

8. Cash and cash equivalents 



Cash and cash equivalents consist of: 

Cash on hand 

42,380 

34,880 

Bank balances 

59,328,304 

57,103,875 


59,370,684 

57,138,755 


The municipality had the following bank accounts 


Account number / description 


ABSA BANK (Nelspruit)- 
Cheque Account 
1040-000-077 


Bank statement balances Cash book balances 


June 30 

2011 

June 30 

2010 

June 30 

2009 

June 30 

2011 

June 30 

2010 

June 30 
2009 

67,749,028 

64,762,640 

48,453,508 

59,328,304 

57,138,345 

40,795,803 
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R 

R 

9. Property, plant and equipment (continued) 





Borrowing costs capitalised 






Infrastructure 




1,054,570 

521,512 

Community 




6,316 

131 





1,060,886 

521,643 

10. Intangible assets 


2011 



2010 


Cost/ 

Accumulated 

Carrying value 

Cost/ 

Accumulated 

Carrying value 

Valuation 

amortisation 


Valuation 

amortisation 



and 



and 



accumulated 



accumulated 



impairment 



impairment 


Computer software, other 1 3,059,274 

(10,733,943) 

2,325,331 

12,535,453 

(9,634,089) 

2,901,364 

Reconciliation of intangible assets - 201 1 








Opening 

Additions 

Amortisation 

Total 



balance 




Computer software, other 


2,901,364 

550,521 

(1,126,554) 

2,325,331 

Reconciliation of intangible assets * 2010 






Opening 

Additions 

Transfers 

Corection of 

Amortisation 

Total 

balance 



error 



Computer software, other 3, 1 64,604 

702,248 

1,653 

306,407 

(1,273,548) 

2,901,364 

1 1 . Consumer deposits 






Electricity and Water 




27,506,220 

21,827,686 

Other 




5,605,094 

4,849,185 





33,111,314 

26,676,871 

No interest is paid on deposits. 






Guarantees held in lieu of electricity and water deposits 



4,557,576 

4,189,222 

12. Provisions 






Reconciliation of provisions - 201 1 








Opening 

Contribution to 

Expenditure 

Total 



Balance 

provision 

incurred 


Long Service Provision 


3,881,569 

982,962 

(781,823) 

4,082,708 

Landfill Rehabilitation 


328,523 

273,477 

_ 

602,000 

Performance Bonus 


3,554,064 

2,041,547 

(472,453) 

5,123,158 

Church Erven 


195,994 

93,547 

- 

289,541 



7,960,150 

3,391,533 

(1,254,276) 

10,097,407 
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12. Provisions (continued) 
Reconciliation of provisions - 2010 



Opening 

Additions 

Utilised during 

Total 


Balance 


the year 


Long Service Provision 

2,887,874 

2,081,606 

(1,087,911) 

3,881,569 

Landfill Rehabilitation 

123,690 

204,833 

- 

328,523 

Performance Bonus 

1,696,337 

1,857,727 

- 

3,554,064 

Church Erven 

202,244 

7,500 

(13,750) 

195,994 


4,910,145 

4,151,686 

(1,101,661) 

7,960,150 

Non-current liabilities 



4,060,786 

3,173,571 

Current liabilities 



6,036,621 

4,786,579 




10,097,407 

7,960,150 


Performance bonuses are paid one year in arrears. The assessment of eligible employees had not taken place at the reporting 
date, subject to certain conditions. The provision is an estimate of the amount according to the performance agreements at the 
reporting date. 

13. Creditors 


Trade payables 

59,938,748 

49,599,175 

Consumer Debtors paid in advance 

7,713,940 

5,879,800 

Sundry Debtors paid in advance 

344,160 

300,066 

Other Creditors 

287,546 

364,737 

RDP Development 

3,253,265 

3,594,125 

Other Grants 

406,193 

406,193 

Staff Leave 

12,213,321 

10,395,661 

Retention 

15,716,116 

10,657,450 

Retail Pre-paid Sales in advance 

438,622 

240,155 

Payments received in advance - other pre-paid sales 

1,215,388 

842,835 



101,527,299 

82,280,197 

14. VAT 

VAT receivable 

15,520,092 

1,231,925 

VAT payable 

(2,702,834) 

(3,209,740) 


12,817,258 

(1,977,815) 
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15. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 


Unspent conditional grants and receipts 


Finance management grant 

1,114,053 

1,649,207 

Municipal systems improvement grant 

617,000 

83,393 

Municipal support grant 

11,652 

11,652 

Local government transitional grant 

335,194 

344,389 

Cleanest town competition 

416,872 

591,440 

Municipal infrastructure grant 

- 

6,339,836 

Integrated national electricity programme 

3,846,470 

- 

Arts and culture 

6,861 

22,709 

National Lottery Distribution Trust Fund 

29,590 

- 

Neighbourhood Development Partnership Grant 

5,387,947 

- 

Botshabelo resettlement grant 

1,577,168 

- 


13,342,807 

9,042,626 

See note 25 for reconciliation of grants from National/Provincial Government. 



16. Long term liabilities 



Annuity Loans 

145,603,881 

167,505,261 

Non-current liabilities 

Annuity loans 

126,734,844 

145,603,882 

Current liabilities 

Current portion transferred to current liabilities 

18,869,037 

21,901,379 


145,603,881 167,505,261 


Refer to Appendix A for more detail on long term liabilities. 

R15 000 000 (2009: R13 870 826) has been invested specifically as security for the repayment of long term liabilities. 
See note 2 for more detail. 


17. Finance lease obligation 


Minimum lease payments due 

- within one year 

- in second to fifth year inclusive 

524,643 

492,256 

492,120 

529,330 

less: future finance charges 

1,016,899 

(112,666) 

1,021,450 

(158,112) 

Present value of minimum lease payments 

904,233 

863,338 

Present value of minimum lease payments due 

- within one year 

- in second to fifth year inclusive 

448,808 

455,426 

401,899 

461,439 


904,234 

863,338 

Non-current liabilities 

Current liabilities 

455,426 

448,808 

467,371 

403,449 


904,234 

870,820 
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18. Employee benefit obligations 

Net expense recognised in the statement of financial performance 


Accrued liability beginning of year 

58,807,000 

55,572,000 

Service cost 

3,282,000 

2,618,000 

Interest cost 

5,356,000 

5,059,000 

Actuarial (gains) losses 

4,322,000 

(2,678,000) 

Contribution payments 

(1,955,000) 

(1,764,000) 

Total included in employee related costs 

69,812,000 

58,807,000 

Past service (accrued) liability 



Main assumptions 



Assumptions used at the reporting date: 



Discount rates used 

8.62 % 

9.25 % 

Health care cost inflation 

7.37 % 

8.00 % 

Accrued liability 



Active members 

39,504,000 

30,087,000 

CAWMS liability 

30,308,000 

28,720,000 

Accrued liability at the end of the year 

69,812,000 

58,807,000 


Future service liability 
Main assumptions 

Discount rate 8.62 % 9.25 % 

Health care cost inflation 7.37 % 8.00 % 

Accrued liability 

Active members 47,603,000 40,635,000 


19. Self insurance reserve 


Insurance Reserve Electricity 


Balance at beginning of the year 

1,005,030 

962,699 

Contributions 

210,000 

200,000 

Other income 

140,000 

228,000 

Insurance claims processed 

Insurance Reserve General 

(995,846) 

(385,670) 

Balance at beginning of the year 

4,336,713 

1,507,571 

Other income 

1.406,546 

1,507,261 

Contributions 

(1,681,875) 

2,195,502 

Purchase PPE 

(187,486) 

(306,508) 

Insurance claims processed 

(463,009) 

(567,112) 


3,770,073 

5,341,743 


20. Housing development fund 


Balance at beginning of the year 

Contributions 

Income 

Operating expenditure 



7,095,634 7,138,125 

16,236 16,006 

102,849 103,820 

(163,730) (162,317) 
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21. Accumulated $urplus/(defecit) 

Ring-fenced internal funds and reserves within accumulated surplus - 2011 


Total 


Accumulated $urplus/(defecit) 6.103,324,096 6,045,451,511 

Capital replacement reserve 1 56,737, 1 75 261 ,7931293 

^ 6,260,061,271 6,307,244,804 


22. Property rates 
Rates received 


Property rates 
Indigent Support 
Less: Income forgone 


171,197,184 147,654,836 

(4,504,820) 
(5,329,777) 

171,197,184 137,820,239 


Valuations 


Residential 

Commercial: Site valuation 
State 

Privately Owned Towns 


15,547.064,484 

3,767,616,200 

914.370.000 

110.600.000 

20,339,650,684 


13,792,641,469 

5,346,304,200 

910,137,894 


20,049,083,563 


23. Service charges 


Sale of electricity 
Sale of water 
Sewerage charges 
Refuse removal 


285,065,389 

43,882,232 

36,370,621 

36,227,716 

701,545,958 


228,208,216 

35,182,368 

23,568,918 

23,337,449 

310,296,951 


24. Interest earned 
Interest revenue 

Current account 5,906,528 7,812,480 

External Investments 19,801,677 30^81 T 304 

^ 25,708,205 38,623,784 


In terms of policy inteterest earnend on external investments are allocated to the Capital Replacement Reserve which is ring 
fenced in the Accumulated Surplus. 

Outstanding Debtors 

Sundry debtors 
Sale of erven 
Services 
Property rates 

2,316,140 1,925,437 


145,533 163,943 

1,307 1,104 

840,451 662,387 

1,328,849 1,098,003 
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25. Government grants and subsidies 


Operating Grants 


Equitable share 

70,395,415 

54,393,491 

Primary Health Care Subsidy 

2,400,000 

4,152,000 

Finance Management Grant 

1,535,154 

1,482,528 

Municipal Systems Improvement Grant 

216,393 

794,152 

Municipal Infrastructure Grant 

1,054,176 

895,919 

Department Environmental Affairs & Tourism 

106,781 

637,508 

Local government transition grant 

9,195 


Department of Arts and Culture 


149,153 


75,717,114 

82,504,751 

Capital Grants 



Municipal Infrastructure Grant 

22,683,288 

21,692,932 

Integrated National Electrification Program 

7,593,530 

7,701,087 

Department of Arts and Culture 

15,848 

389,259 

Department of Environmental Affairs and Tourism 

67,788 

321,861 

Restitution Grant 

147,520 


Neighbourhood Development Grant 

4,611,873 

. 

Expanded Public Works Program 

856,453 

- 


35,976,300 30,105,139 


Equitable Share 

This grant is an unconditionally grant and is partially utilised for the provision of indigent support through free basic services. 
Registered indigents receive a rebate of 100% on assessment rates and a monthly subsidy of R 176 (2010: R137) on the cost of 
other services which are funded from this grant 

Finance Management Grant 

Balance unspent at beginning of year 1 ,649,207 2 381 735 

Current-year receipts i [oOOfiQO 750^000 

Conditions met - transferred to revenue (1,535,154) (1 ,482]528) 

Unspent amount transferred to liabilities 1,114,053 1,649,207 


This grant was used to promote and support reforms to municipal financial management and the implementation of the MFMA, 
2003. Other than the unspent amount, the conditions of the grant were met and no funds have been withheld. 

Municipal Systems Improvement Grant (MSIG) 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Unspent amount transferred to liabilities 


83,393 142,545 

750.000 735,000 

(216,393) (794,152) 

617.000 83,393 


Conditions still to be met - remain liabilities (see note 15) 

This grant was used to build in-house capacity to perform their functions and stabilise institutional and governance systems. 
Other than the unspent amount, the conditions of the grant were met and no funds have been withheld. 

Local Government Capacity Building 

Balance unspent at beginning of year 1 1 552 1 1 ©52 


Conditions still to be met - remain liabilities (see note 15) 
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25. Government grants and subsidies (continued) 

This grant was used to build in-house capacity to perform their functions and improve governance systems. Other than the 
unspent amount, the conditions of the grant were met and no funds have been withheld. 

Local Government Transition Grant (LGTF) 

Balance unspent at beginning of year 
Conditions met - transferred to revenue 

— — 335,194 344,389 


344,389 344,389 

(9,195) 


Conditions still to be met - remain liabilities (see note 15) 

This grant was used to implement new systems as provided in the Municipal Systems Act, 2000. Other than the unspent 
amount, the conditions of the grant were met. 

Department of Environmental Affairs 


Balance unspent at beginning of year 

Conditions met - transferred to revenue 

591,440 

(174,568) 

1,550,809 

(959,369) 

Unspent amount transferred to liabilities 

416,872 

591,440 

Conditions still to be met - remain liabilities (see note 15) 



This programme is created to promote a healthy and clean environment through public awareness, greening and waste 

management. The conditions per business plan were met and no funds have been withheld. 



Municipal Infrastructure Grant (MIG) 



Balance unspent at beginning of year 

7,235,755 


Current-year receipts 

13,739,000 

28,928,687 

Conditions met - transferred to revenue 

(24,633,383) 

(21,692,932) 

Unspent amount transferred to liabilities 

(3,658,628) 

7,235,755 


This grant was used to construct basic municipal infrastructure to provide basic services for the benefit of poor households. 
Other than the unspent amount, the conditions of the grant were met and no funds have been withheld. 

Integrated National Electrification Grant (INEP) 

Balance unspent at beginning of year 
Current-year receipts 
Conditions met - transferred to revenue 

2,406,470 


77,159 

10,000,000 7,623,928 

(7,593,530) (7,701,087) 


This grant was used to address the electrification backlog of permanently occupied residential dwellings. The conditions of the 
grant were met and no funds have been withheld. 

Department of Arts and Cultural 


Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Unspent amount transferred to liabilities 


22,709 11,121 

550,000 
(15,848) (538,412) 

6,861 22,709 


This grant is used to upgrade library facilities to improve services and address the needs of the community. The conditions per 
the business plan were met and no funds have been withheld. 
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25. Government grants and subsidies (continued) 
Provincial Health Subsidy 


Balance unspent at beginning of year 

Conditions met - transferred to revenue 

(4.152.000) 

(2.400.000) 

(4,152,000) 

Outstanding amount transferred to other debtors. (See note 6) 

(6,552,000) 

(4,152,000) 

Resettlement Grant - Botshabelo 

Current-year receipts 

1,724,688 


Conditions met - transferred to revenue 

(147,520) 

- 


1,577,168 

- 


Conditions still to be met - remain liabilities (see note 15) 

This grant was received as a result of the land claim on the property which was alienated. The Council resolved that the funds 
be utilised towards the town planning costs for the village to be established on the said property for the resettlement of the 
previous inhabitants. 

Neighbourhood Development Partnership Grant 

9,999,820 
(4,611,873) 

5,387,947 ~ 


Conditions still to be met - remain liabilities (see note 15) 

This grant is given to municipalities to provide them with capital subsidies for property development in townships and new 
residential neighbourhoods that include the construction or upgrading of community facilities, and where appropriate, to attract 
private sector funding and input. 

Expanded Public Works Program 

Current-year receipts 
Conditions met - transferred to revenue 

(55,453) 


801,000 

(856,453) 


Current-year receipts 

Conditions met - transferred to revenue 


Conditions still to be met - remain liabilities (see note 15) 

The Expanded public Works Program is a special performance-based incentive provided to provinces and municipalities that 
contribute to the employment creation efforts of the expanded public works program through the employment of previously 
unemployed people. 

26. Public contributions and donations 

12,128,372 13,483,671 

585,902 
709,740 239,478 

970,410 

13,808,522 14,309,051 


Nkangala District Municipality 
Developer contribution 
Other grants 
National lottery fund 
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27. Other income 


Sale of Erven 

6,784,408 

9,605,800 

Main Service Contribution 

2,677,445 

2,238,013 

Building Plan Fees 

1,345,506 

1,020,989 

Entrance Fees 

16,595 

20,362 

Community Service Fees 

695,004 

731,111 

Dumping Site Fees 

899,591 

910,468 

Royalties 

262,719 

21,205,083 

Connection Fees 

5,188,960 

5,071,897 

Insurance Claims 

1,631,451 

1,839,331 

Refund skills developement 

649,149 

741,475 

Admin Fees 

2,744,117 

1,983,824 

Fair Value Adjustment 

4,725 

1,912,013 

Sundry 

2,307,408 

2,174,786 

Internal Fees 

143,386 

119,550 


25,350,464 

49,574,702 
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28. Employee related costs 



Basic 

154,491,357 

128,999,516 

Medical aid - company contributions 

10,324,658 

8,459,805 

UIF 

1,414,165 

1,215,350 

WCA 

1,406,547 

1,507,261 

Post-employment benefits - Pension - Defined contribution plan 

26,806,533 

22,329,069 

Overtime payments 

30,268,680 

22,982,858 

Housing benefits and allowances 

1,462,269 

1,455,748 

Group Insurance 

1,033,561 

916,558 

Less: Employee costs included in other expenses 

(676,000) 

(953,468) 

Less: Employee costs capitalised to PPE 

(667,568) 

(1,114,362) 

Other Allowances and Benefits 

64,542 



225,928,744 

185,798,335 

Remuneration of municipal manager 



Annual Remuneration 

1,048,191 

966,253 

Executive Manager Finance 



Annual Remuneration 

836,012 

770,660 

Executive Manager Corporate Services 



Annual Remuneration 

836,012 

770,660 

Executive Manager Public Services 



Annual Remuneration 

836,012 

770,660 

Executive Manager Technical Facilities 



Annual Remuneration 

836,012 

770,660 

29. Remuneration of councillors 



Councillors 

11,933,927 

10,850,473 


Councillors remuneration Is made up of the following: 


Councillors 

Pension Contributions 

Medical Aid Contributions 

Motor vehicle allowance 

Cell phone and other allowances 

Other benefits and allowances 

7,313,468 

942,362 

226,499 

2,787,282 

599,034 

65,282 

6,505,174 

934,940 

258,844 

2,538,066 

544,894 

68,555 


11,933,927 

10,850,473 

30. Finance costs 



Annuity loan 

13,465,774 

16,524,318 

Lease liability 

136,199 

148,830 

Other interest paid 

559,995 

542,277 


14,161,968 

17,215,425 
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30. Finance costs (continued) 

Interest expense allocated to obtain spesific items of property, plant & equipment amounted to R3 373 977. The net borrowing 
cost capitalised amounted to R1 060 886. 

31. Bulk purchases 


Electricity 

186,502,256 

145,429,558 

Water 

5,606,508 

2,354,981 


192,108,764 

147,784,539 

Electricity losses 

10.10 

11.22 

Water losses 

27.83 

31.21 

32. Grants and subsidies paid 



Other subsidies 



Tourist Information Centre 

110,000 

105,000 

Municipal Sports 

_ 

115,000 

Animal Care SPCA 

200,000 

150,000 

Forever Loskop Marathon 

25,000 

20,000 

Botshabelo 

200,000 

400,000 

Business Linkage 

155,000 

150,000 

Other Grants 

118,259 

51,000 

Free Basic Services 

29,155,217 

_ 

Rebates 

5,181,721 

- 


35,145,197 

991,000 

33. Contributions to/(from) provisions 



Employee stated benefit 

11,005,000 

3,235,000 

Long service awards 

201,138 

993,696 

Staff leave 

3,918,242 

4,650,784 

Landfill rehabilitaion 

273,477 

204,833 

Housing development fund 

16,235 

16,008 


15,414,092 

9,100,321 
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34. General expenses 



Advertising 

3,542,383 

3,115,175 

Audit fees 

2,089,347 

2,439,402 

Bank charges 

1,137,271 

991,339 

Communications 

3,871,008 

3,559,037 

Insurance 

5,733,166 

3,834,531 

Legal Fees 

2,342,950 

1,497,888 

Travel and Accomodation 

13,338,049 

9,905,916 

Materials and Supplies 

21,192,893 

17,121,627 

Skills Development and Training 

4,004,493 

3,191,674 

Transportation 

3,408,438 

2,961,981 

Licensing Fees 

1,644,008 

1,311,440 

Rental fees 

488,557 

518,307 

Consulting and professional fees 

3,513,805 

4,198,282 

Postage and courier 

1,370,216 

1,303,772 

Other 

8,509,860 

10,755,321 

Inventory 

12,412,764 

88,782 

Connection Fees 

22,694,831 

- 


111,294,039 

66,794,474 

35. Cash generated from operations 



(Deficit) surplus 

(47,823,892) 

3,619,996 

Adjustments for: 



Depreciation and amortisation 

157,081,455 

160,103,948 

Gain on sale of assets and liabilities 

1,639,818 

447,621 

Finance costs - Finance leases 

14,161,968 

17,215,425 

Interest income 

(28,024,345) 

(40,549,221) 

Debt impairment 

4,087,657 

5,455,792 

Non-Operating Income 

27,583,594 

8,846,874 

Non-Operating Expenditure 

(2,853,780) 

(8,779,517) 

Changes in working capital: 



Inventory 

(3,424,451) 

(1,211,652) 

Other debtors 

(20,971,054) 

(526,727) 

Consumer debtors 

(9,738,311) 

(6,903,627) 

Creditors 

23,040,376 

34,031,966 


114,759,035 

171,750,878 


36. Correction of error 


Finance Lease Obligations 

During the financial year, it became apparent that inventory sold, was not correctly jounalised. The opening balance for the 
current financial year has been adjusted as follows : (Refer Note 5 Finance Lease Obligations) 

Statement of Financial Position 
Non-current Liabilities 


Closing balance as at 30 June 2010 

_ 

461 439 

Correction 

- 

5^932 

Restated balance 

- 

467,371 

Current Liabilities 
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36. Correction of error (continued) 

Closing balance as at 30 June 2010 

Correction 

401,899 

1,550 

Restated balance 

403,449 

Finance Lease Register 

Closing balance as at 30 June 2010 

Correction : Obligation 

Correction : Redemption 

863,338 

8,671 

(1,189) 

Total Finance Lease Obligation 

870,820 

Inventory 


After the completion of the financial statements for the year ending 30 June 2010, it became apparent that the journal for the 
sold properties on Inventory, was not correctly journalised. The opening balance for the new financial year, had been adjusted 
as follows : 

Statement of Financial Position 

Assets 

Current Assets 

Closing balance as at 30 June 2010 

Correction 

35,726,749 

<1,127,400) 

Restated balance 

34,599,349 

Note 4 : Inventory 

Unsold properties 

Closing balance as at 30 June 2010 

Correction : Inventory sold 

26,650,549 

(1,127,400) 

Restated balance 

25,523,149 

Property, Plant & Equipment 


The Nkangala District Municipality has purchased land for the Municipality, but the deed of donation was not recorded in the 
Asset Register. The property was recognised and for the erven which were sold, transfers were made to Inventory. Due to the 
fact that land does not depreciate, no corrections in respect of accumulated depreciation were required. 

Statement of Financial Position 

Assets 

Non-Current Assets 

Closing balance as at 30 June 2010 

Correction 

- 6,123,881,395 
1,618,459 

Restated balance 

• 6,125,499,854 


Property Rates 

The Property Valuer has informed during the financial year that the valuations of buildings of mines may not be subject to 
property taxation. Refer to note 22 on Property Rates. The opening balance for the current financial year has been adjusted as 
follows: 


Statement of Financial Performance 

Surplus for the year 

Closing balance as at 30 June 2010 

Correction of error: Property Rates 

3,619,997 

(1,328,604) 

Restated balance 

2,291,393 
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36. Correction of error (continued) 


As a result of a legal opinion following various court cases and rulings, property rates may only be levied on the consolidated erf 
and not on the value of individual erven whilst still in the name of the property developer. Only once erven are transferred to first 
purchasers may property rates be levied in accordance with the subdivided erfs value.The opening balance for the current 
financial year had been restated as follows: 

Statement of Financial Performance 

Surplus for the year 

Restated Closing balance as at 30 June 2010 

Correction of error: Property Rates 

2,291,393 

(21,421) 

Restated balance 

2,269,972 

Note 22 Property Rates 

Property Rates 

Closing Balance 

Correction of error 

- 137,820,239 

(1,350,025) 

Restated Balance 

- 136,470,214 

Valuations 

Residential 

Government 

Commercial 

Privately owned towns : Infrastructure Roads 

-15,635,371,969 

- 910,137,894 

- 3,263,080,700 

- 110,600,000 

Restated balance 

-19,919,190,563 

Operating Leases 


It was discovered that the amount indicated under Deferred Leases on the Statement of Financial Position, was erroneously 
calculated and is now corrected. Refer to Note 1 6 on Deferred Leases. The opening balance of the 2010/201 1 financial year had 
been restated as follows: 

Statement of Financial Position 

Current Assets 

Deferred Leases 

Closing balance as 30 June 2010 

Correction 

605,896 

55,463 

Restated balance 

661,359 

Statement of Financial Position 

Current Assets 

Consumer debtors 

Closing balance as 30 June 2010 

Correction 

33,618,965 

(1,350,025) 

Restated balance 

32,268,940 

Inventory 


Portions of land sold during the financial year could not seperately been identified in the Asset Register. Corrections in respect 
of these properties were done to correctly account for the sale of the erven. The opening balance of the 2010/2011 financial 
year had been restated as follows: 

Statement of Financial Position 

Assets 
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36. Correction of error (continued) 
Current Assets 

Closing balance as at 30 June 2010 
Correction 


35,726,749 

575,000 


36,301,749 


Property, Plant & Equipment 

During the review process of useful Jives, assets were identified which has reached the end of their lifespan. These assets have 
been restated, because they are still in use. 

During the previous financial year ending 30 June 2010, some of the land parcels which had been included in the asset register, 
either did not belong to Council or did not have the right in the land. The historical cost of land had been written back and in 
some cases a portion of the erf remained on the Council's asset register, where a right in the land could be established. 

Statement of Financial Position 
Assets 

Non Current assets 

Closing balance as at 30 June 2010 - 6,123,881,395 

Correction - Accumulated depreciation - 36,124,218 

- 6,160,005,613 


Restated balance 


Statement of Financial Position 
Non-Current Assets 

Closing balance as at 30 June 2010 
Correction of error: Land 


- 6,123,881,395 

- (117,038,852) 


- 6,006,842,543 


Reconciliation Accumulated Surplus 

After all the corrections of error are accounted for, the restated accumulate surplus as at 30 June 2010, will be as follows: 


Statement of Changes in Net Assets 

Closing balance as at 30 June 2010 
Correction : Property rates (Mines) 
Correction : Property Rates (Kranspoort) 
Correction : Operating Leases 
Correction : Finance Leases 
Correction : Inventory (erven sold 09/10) 
Correction : PPE (Rockdale) 

Correction : Inventory (erven sold 10/11) 
Correction : PPE (accumulated depreciation) 
Correction: PPE (Historical cost - Land) 


- 6.126,593,457 

(1,328,604) 

(21,421) 

55,463 

1,189 

(1,127,400) 

1,618,459 

575,000 

36,124,218 

- (117,038,852) 


- 6,045,451,509 
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37. Utilisation of long term liabilities reconciliation 

38. Commitments 
Authorised capital expenditure 


Approved and contracted for 

• Land and buildings 

• Infrastructure 

• Community assets 

• Other assets 

• Intangibles 


38,785 

27,931,603 

111,113,749 

139,084,137 


61,714,300 

40,561,250 

8,160,000 

96,000 

110,531,550 


Approved but not yet contracted for 

• Land and buildings 

• Infrastructure 

• Other assets 

• Specialised vehicles 


825.000 

3,276,000 24,512,000 

15.005.000 8,452,985 

450.000 1,800,000 

19.556.000 34,764,985 


This expenditure will be financed from 

External loans 

Capital replacement reserve 
Government grants 
Other grants 


79,466,700 20,567,800 

66,672,580 124,648,735 

12,500,857 

80,000 

158,640,137 145,296,535 
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39. Contingencies 

Contingent liabilities 

Forthwith is a list of possible liability claims where the outcome was unknown at year end: 

1. M.M. Selala on behalf of Phillip Selala - this is a claim for damages in the amount of R175 000,00 against the municipality 
for the injury to his child as result of loose paving. 

2. N.J. & R.D. Mahlaba - this is a claim for damages in the amount of R100 000,00 whereby a nurse in the employment of the 
municipality incorrectly diagnosed a patient as being HIV positive. 

3. T.A.C. Wesson - this is a claim for the amount of R100 000,00 for unlawful arrest in a traffic related incident. 

4. ABSA Technology Finance Solutions (Pty) Ltd - this is a claim of R22 000,00 as the sum owing at the date of termination of 
the Master Rental Agreement. 

5. Steven Mahlangu - this is a claim for the amount of R100 000,00 for unlawful arrest in a traffic related incident. 

6. H E. Scheepers - this is a claim for the amount of R300 000,00 for unlawful arrest in a traffic related incident. Mr. 
Scheeper's attorney is awaiting outcome of criminal appeal before deciding whether to pursue with the civil claim against 
the municipality or not. 

7. J.B. Mahlangu - this is a claim for the amount of R50 000,00 wherein the fire department vehicle negligently collided with a 
minibus taxi. 

8. MIDMALANGA - this is a civil claim in the High Court for an approximate amount of Rl-million or retransfer of property to 
the municipality. The condition of contract of sale was breached as the municipality's permission was not obtained prior to 
selling the property. 

9. F. De Beer - a claim for damages in the amount of R13 690 was instituted against the municipality for damage caused by 

a pothole to a motor vehicle on corner Cowen Ntuli & Walter Sisulu street. 

10. Midway Mall (Pty) Ltd - this is a High Court case for the claim of R5-million for the cancellation of a deed of sale Property 
was subsequently alienated to La Roca (Pty) Ltd. 

1 1 . Lurco Investment (Pty) Ltd — an appeal hearing against the municipality’s decision not to approve the rezoning application. 
Mpumalanga Township Board made recommendation to uphold the appeal and to grant a high court costs order against 
the municipality. Should the MEC for Mpumalanga Provincial Government Department of Agriculture and Land 
Administration agree with the recommendation, costs to the amount of ±R500 000 will be payable. 

12. South African Local Authority Pension Fund - this is a claim for an amount of R76 268,00 being the amount paid to the 
beneficiary by the fund as a result of the failure by municipality to timesously submit the claim forms. 

13. S.van Zyl - this is a claim for an amount of R200 000,00 for unlawful arrest in a traffic related incident. 

14. P. W. Botha & Others - this is a claim for an amount of R352 500,00 for unlawful arrest in a traffic related incident. 

15. S. van Vreden - this is a claim for an amount of R1 343 102,93 for damages, pain and suffering, loss of income etc due to 
alleged negligence by the municipality. 

16. Triple E Training Holdings (Pty)Ltd - This is a claim for damages in the amount of R12 938 for services rendered(ABET). 

17. S. Moroamoche - this is a claim for damages in the amount of R72 700.00 against the Municipality for damage to a vehicle 
in an accident. The matter is defended by Council’s attorneys. 

18. P.J. Jansen - this is a claim for damages in the amount of R100 000.00 against the Municipality for unlawful arrest. The 
matter is defended by Council’s insurers attorneys. 

19. N.O. Vukapi - this is a letter of demand wherein a claim of R253 450.00 is being made for negligence on the part of the 
Municipality. Further particulars have been requested from the claimant and are still waiting for the same. 
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39. Contingencies (continued) 

20. E'Mhluzi Mall - this is a civil claim in the High Court for an approximate amount of R3-million or for retransfer of property to 
the Municipality. 

21. MB Lehwelere - this is a claim for damages in the amount of R50 000 against the municipality after the claimant was 
dismissed at a disciplinary hearing dring August 2006. 

22. C van Rensburg - this is a claim for damages in the amount of R100 000 against the municipality after a wheel dislodged 
from a vehicle which was driven by a Council employee on 15 May 2008. 


Page 54 of 118 



STEVE TSHWETE LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 201 1 

Notes to the Annual Financial Statements 


2011 2010 

R R 


39. Contingencies (continued) 

Contingent assets 

Nkangala District Municipality executes capital projects which will be donated to Council on completion. The Koomsfontein Mine 
upgraded the Cosmos Community hall which was in a dilapidated state. The project will be completed soon and handed over to 
the municipality. At balance sheet date, the following uncompleted capital projects were identified for the following asset classes' 


Water 
Sewerage 
Roads 
Stormwater 
Sport & recreation 

Town planning and Urban developement 
Community Hall (Cosmos) 


15,679,909 9,814,0 68 

11,848,847 13,813,554 

1,428,661 2,256,605 

6,571,549 4,406,184 

2,854,318 1,648,724 

826,853 1,579,476 

5,000,000 

44,210,137 33,518,611 


40. Disclosure on Councillors Remuneration 


Executive Mayor 
Speaker 
Chief Whip 

Mayoral Committee Members 

Councillors 

UIF 


604,965 

610,523 

485,837 

478,120 

464,003 

449,306 

2,733,432 

2,695,836 

7,580,408 

6,548,133 

65,282 

68,555 

11,933,927 

10,850,473 


The Executive Mayor, Speaker, Chief Whip and Mayoral Committee Members are full time. Each is provided with an office and 
secretarial support at the cost of Council. The Executive Mayor has use of a Council owned vehicle and driver for official duties. 
The Executive Mayor has a personal assistant to assist her in her duties. Disclosure in terms of the MFMA, 2003, Section 


41. Disclosure on arrears by councillors' 


Councillor RM Xaba 

Account 80-3048-9X 

1001 

- 

1,129 

1,101 


- 

2,230 

Section 57 Manager WD Fouche 

Account 17-1723-0X 


5,350 

During the year the following councillors had arrear accounts outstanding for more than 90 days 



Councillor RM Xaba 

Account 80-3048-9X 

Account 80-3053-8X 

360 days 

270 days 

1,129 

1,001 


. 

2,130 

Section 57 Manager WD Fouche 

Account 17-1723-0X 

360 days 

270 days 

5,350 
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42. Additional disclosure in terms of Municipal Finance Management Act 



Contribution to SALGA 

Membership fees payable 

1,051,750 

925,655 

Amount paid - current year 

(1,051,750) 

(925,655) 

Balance unpaid (included in creditors) 

- 

- 

MFMA, Section 125(1)(b) 



Audit fees 

Current year audit fee 

1,357,262 

1,460,637 

Amount paid - current year 

(1,357,262) 

(1,460,637) 

Balance unpaid (included in creditors) 

- 

- 

MFMA, Section 125(1)(c) 



PAYE and UIF 

Current year payroll deductions (PAYE) 

27,411,258 

20,865,339 

Current year payroll deductions (UIF) 

2,958,895 

2,567,808 

Amount paid current year (PAYE) 

(27,411,258) 

(20,865,339) 

Amount paid current year (UIF) 

(2,958,895) 

(2,567,808) 

Balance unpaid (included in creditors) 

- 

- 

MFMA, Section 125(1)(c) 



Pension and Medical Aid Deductions 

Current year payroll deductions (Medical Aid) 

17,519,494 

14,404,830 

Current year payroll deductions (Pension fund) 

39,270,015 

33,049,344 

Amount paid current year (Medical Aid) 

(17,519,494) 

(14,404,830) 

Amount paid current year (Pension fund) 

(39,270,015) 

(33,049,344) 

Balance unpaid (included in creditors) 

- 

- 

MFMA, Section 125(1)(c) 



VAT 

VAT receivable 

15,520,092 

1,231,925 

All VAT returns have been submitted by the due date throughout the year, MFMA, Section 125(1)(c). 


Output Tax 

Opening balance 

(3,095,303) 

(3,095,303) 

Closing balance 

(3,209,739) 

(3,095,303) 

Input Tax 

Amount claimed from SARS 

15,338,419 

5,051,232 

Amount received from SARS 

(1,231,925) 

(3,661,363) 

Amount payable to SARS 

2,454,785 

7,106,818 

Amount paid current year 

(2,454,785) 

(7,106,818) 

Balance outstanding (to)/from SARS 

14,106,494 

1 ,389,869 





Page 56 of 118 


STEVE TSHWETE LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 201 1 

Notes to the Annual Financial Statements 



2011 

2010 


R 

R 

43. Summary of investments 



The municipality has the following investments: 



Short term fixed deposits 

ABSA Bank 



Balance at beginning of the year 

Investments made 

Investments matured 

108,000,000 

138,000,000 

(180,000,000) 

90,000,000 

252,000,000 

(234,000,000) 

Balance at end of the year 

66,000,000 

108,000,000 

First National Bank 



Balance at beginning of the year 

Investments made 

Investments matured 

72,000,000 

144,000,000 

(180,000,000) 

90,000,000 

162,000,000 

(180,000,000) 

Balance at end of the year 

36,000,000 

72,000,000 

Investec 



Balance at beginning of the year 

Investments made 

Investments matured 

108,000,000 

174,000,000 

(216,000,000) 

90,000,000 

216,000,000 

(198,000,000) 

Balance at end of the year 

66,000,000 

108,000,000 

Nedbank 



Balance at beginning of the year 

Investments made 

Investments matured 

72,000,000 

108,000,000 

(108,000,000) 

90,000,000 

180,000,000 

(198,000,000) 

Balance at end of the year 

72,000,000 

72,000,000 

Standard Bank 



Balance at beginning of the year 

Investments made 

Investments matured 

108,000,000 

138,000,000 

(180,000,000) 

90,000,000 

252,000,000 

(234,000,000) 

Balance at end of the year 

66,000,000 

108,000,000 


Subtotal 

306,000,000 

468,000,000 


Long Term Fixed deposits 
ABSA Bank 


Balance at beginning of the year 

Interest made 



15,000,000 

772,612 

13,870,827 

1,129,173 

Subtotal 



15,772,612 

15.000.000 


rotai investments 

- 

- 

321,772,612 

483,000,000 


Page 57 of 118 


STEVE TSHWETE LOCAL MUNICIPALITY 

Annual Financial Statements for the year ended 30 June 201 1 


Notes to the Annual Financial Statements 



2011 

R 

2010 

R 

44. Disclosure on arrears by Government 

Department of Education 

Current 

Arrear 

17,351 

46,604 

36,528 

98,655 


63,955 

135,183 

Department of Public Works (Roads) 



Current 

102,340 

3,879 

Arrear 

219,992 



322,332 

3,879 

Department of Public Works (Other) 



Current 

167,104 

129,494 

Arrear 

204,158 

66,350 


371,262 

195,844 

Other government institutions 



Current 

231,684 

314,870 

Arrear 

110,357 

98,950 


342,041 

413,820 

Total arrears 



Current 

518,479 

571,634 

Arrear 

581,111 

223,903 


1,099,590 

795,537 


45. Capital replacement reserve 

Balance at beginning of the year 
Contributions 
Expenditure 
Income 

Property, plant & equipment 
CRR: Land Trust Fund 

Balance at beginning of the year 
Contributions 
Expenditure 

Property, plant & equipment 
CRR: Property Development 

Balance at beginning of the year 
Contributions 
Expenditure 
Revenue 

Property, plant & equipment 

156,737,176 261,793,294 


107,710,345 

42,284,463 

(3,718) 

29,038 

(102,017,530) 

49,121,267 

(91,283) 

(93,547) 

(28,687,537) 

104,961,681 

1,090,288 

6,698 

(17,572,989) 


136,886,520 

62,572,065 

(2,802,609) 

2,717,581 

(91,663,211) 

65,560,868 

184,044 

(2,177,500) 

(14,446,145) 

113,813,359 

7,683,706 

(5,655,881) 

336,487 

(11,215,990) 
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46. Irregular expenditure 



Add: Irregular Expenditure - current year 

919,599 

1,342,503 


919,699 

1,342,503 

Details of irregular expenditure - current year 


. 

Awards to employees in service of the Municipality: 

Cebithemba Construction & Projects 

Cyberwing 2 

Mhluzi Business Enterprise CC 

Poloko Trading 564 t/a K&B Services 

50,000 

35,000 

91,600 

58,430 

67,335 

Awards to employees from other organs of state: 

UWP Consulting 

Sabinet Online 

Mpumamanzi Laboratory Services 

Plasmeg 

Golela Multiserv 

Eldocrete 

V and N Solutions 

V and N Solutions 

Khumbula Productions 

Bula Ketsene Trading Enterprise 

Taumed 

BA GA MESO Construction and Projects 

Deen and Atiya Trading Enterprise 

Payati Business Enterprise 

308,387 

191,520 

270,408 

28,785 

18,650 

51,849 

25,158 

97,989 

193,800 

4,861 

4,731 

381,102 

14,399 

14,025 

231,990 

32,874 

16,769 

46,000 

26,440 


919,599 

1,342,503 

Details of irregular expenditure condoned 


„ 

47. Fruitless and wasteful expenditure 



Fruitless and wasteful expenditure 

Recovered amount 

5,580 

(5,580) 

* 

Balance 

- 

“ 


After an investigation by an apppointed committee, Council resolved under item C07/04/2011 that the fruitless and wasteful 
expenditure which was incurred by officials, must be recovered from them. At financial year-end 30 June 2011, all the amounts 
had been fully recovered. 
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APPENDIX F 

UNAUDITED ACTUAL VERSUS BUDGET (ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT) FOR THE YEAR ENDED 30 JUNE 2011 
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APPENDIX F 

UNAUDITED ACTUAL VERSUS BUDGET (ACQUISITION OF PROPERTY PLANT AND EQUIPMENT) FOR THE YEAR ENDED 90 JUNI 
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APPENDIX H 

DEVIATION FROM PROCUREMENT PROCESSES 
Supply Chain Regulation 42 
for the year ended 30 June 2011 













